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FINANCIERS AND THE BRITISH STATE: 
THE CASE OF SIR ERNEST CASSEL 


By PAT THANE 


Ernest Cassel cannot be proposed as being in any sense a representative 
City figure, if any such existed in view of the rather greater variety of 
City life than simpler sociological analyses assume.' Indeed much of his 
interest derives from his atypicality. He was, however, an important 
figure, in view of the range of his business activities and of his highly 
influential national and international financial, political and social 
connections. Even a sketchy survey of his career opens up a series of 
intriguing suggestions concerning the roles of international financiers in 
the period of unprecedented expansion of the world economy which 
stretched through the final quarter of the nineteenth century and on to 
1914, At the very least it created historically new openings for the shrewd, 
ambitious and opportunistic businessman, among whom Cassel was 
supreme. 

Cassel was unusual in the City in the years of his maximum activity 
(c. 1885-1914) in being effectively ‘self-made’, yet becoming rich and 
successful even by City standards, as well as becoming as respectable as 
any self-made German Jew could be in elite political and social circles in 
England in this period. Close though relations between Jew and non-Jew, 
City wealth and landed wealth, City, politics and civil service could be in 
this period, integration was not total; barriers of social conservatism and 
prejudice remained.* Nevertheless Cassel belonged, as is well-known, 
to the circle around Edward VII. This was hardly in itself an indicator 
of respectability, but Cassel was also an accepted house-guest of the 
Devonshires at Chatsworth by the early 1900s and, more important, was 
regarded by Sir Edward Hamilton, joint permanent secretary at the 
Treasury as, in 1903, one of the ‘representative men — Natty Rothschild, 
John Revelstoke (head of Barings) and Cassel, whom I now regard as my 
first counsellors’, to whom he felt it essential to introduce successive 
Chancellors of the Exchequer in their first weeks.* Cassel was consulted, 
and his judgement justifiably well-regarded, by Chancellors from Hicks- 
Beach to Asquith; Lloyd George dined with him on occasion, but was 
more reserved.’ 

He acquired, at least in Britain, a reputation for probity® which, to 


‘present-day eyes, sits uneasily alongside the reputations and activities of 


some of his close associates and what can be ascertained of some of his 
own practices, which, though legal, cannot easily be described as 
unquestionably ethical.’ This, however, raises the largely unexplored 
question of contemporary definitions of honourable and dishonourable 
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business conduct and of the distinction between public pronunciation and 
private toleration in the matter of business ethics.’ Certainly Cassel was 
never proven guilty of unacceptable conduct. 

Cassel was atypical, also, in operating at his peak without the backing 
of a ‘house’, but independently. From 1871 to 1884 he was associated 
with the firm of Bischoffsheim and Goldschmidt, first as clerk, then 
as manager, then on an independent profit-sharing, though non-partner- 
ship, basis, effectively from 1880 using an office on their premises and 
offering advice when needed. From 1911 he was associated in a similarly 
more than semi-detached way with Japhet & Sons. He worked in close 
association, for example, in the formation of syndicates for the issuing of 
loans or for the promotion of companies with a number of major houses: 
until the late 1890s chiefly with London Rothschilds, later with Barings, 
occasionally with Glynn, Mills Currie, with Kuhn, Loeb of New York, 
Moritz de Hirsch’s Anglo-Austrian Bank in Vienna, together with a 
variety of other international links of variable strength and longevity. He 
operated, indeed, through a flexibie variety of forms of business associa- 
tion. He had very close family friends who were also close and regular 
business associates, in particular Jacob Schiff of Kuhn, Loeb, with whom 
he had an almost daily correspondence for over 25 years; and Carl Meyer, 
Rothschilds’ manager until 1896 (though he had operated with increasing 
independence since 1890), thereafter active primarily in African and 
Chinese business finance, with whom Cassel was on intimate terms for 
most of his career.’ Both relationships combined warm and clearly 
genuine friendship with constant streams of mutually beneficial tips, 
advice on current transactions and co-operation in the raising of loans and 
a variety of other international transactions." Cassel was associated for 
shorter periods of time early in his independent career with de Hirsch, his 
mentor and model of a free-wheeling international financier, from whom 
he clearly learned much;" and also, it seems, with the mysterious British 
millionaire, George Herring, who in 1888 was described as his ‘partner’, 
though it is uncertain in what.” 

As his career progressed Cassel employed a series of paid ‘creatures’, 
as his critics described them, to represent him in his multitude of simul- 
taneous transactions. In 1902 he persuaded the influential Reginald 
Brett, Viscount Esher, to assist him, on an initial salary of £5,000 for 
three years, plus ten per cent of any profit resulting from a transaction in 
which he was engaged." The choice of Esher was, at first sight, an odd 
one. He was Deputy Constable and Lieutenant-Governor of Windsor 
Castle at the time and had no experience of the world of finance. Indeed 
within two years he terminated his contract with Cassel. He soon came to 
‘hate’ the City; “ his son commented that he could not ‘grasp the 
intricacies of high finance’. 

Esher had, however, other kinds of expertise of interest to Cassel. He 
had been private secretary to the Marquess of Hartington during the 
latter’s period as secretary of state for India and later at the War Office. 
He had himself refused the vice-royalty of India, was exceptionally well- 
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connected in diplomatic, political and social circles and was regarded as 
highly knowledgeable about affairs in Africa and America as well as in 
India. At the time of Esher’s appointment Cassel was engaged in 
negotiations with George Curzon, who was interested in the establish- 
ment of large steel works in India;" he had a significant investment and 
considerable interest in the Vickers armaments combine, had large 
interests in Egypt and others in southern Africa and America. In 1903 he 
was immersed in negotiations for the construction of the railway across 
Turkey to Baghdad, which was, as we shall see,” the subject of delicate 
international negotiations, but was much favoured, for strategic reasons, 
in War Office circles where Esher was a familiar. 

The attraction for Cassel of a man of Esher’s connections, knowledge, 
intense respectability and status are obvious; the attraction for Esher 
appears to have been the salary. From early 1902, whilst working for 
Cassel, he was appointed to the Royal Commission, chaired by the Earl 
of Elgin, to inquire into the conduct of the South African war. When it 
reported, in July 1903, Esher appended specific proposals for the reform 
of the War Office, whereupon the prime minister Balfour, his lifelong 
friend, invited him to become Secretary of State for War. Esher refused, 
as ever preferring freedom from the chains of an institutional appoint- 
ment and probably judging correctly that he wielded wider influence in an 
independent role. He accepted, however, the chair of a prime ministerial 
committee on the reconstruction of the War Office. In January and 
February 1904 the committee produced three detailed reports recom- 
mending reconstruction of the supply and command structure of the 
British army. How, if at all, this intersected with Esher’s work for Cassel, 
the armaments financier, is, so far, entirely unclear." 

Esher was succeeded by Sir Sidney Pee! as Cassel’s right-hand man. In 
general Cassel was shrewd in his choice of men, both for the kind of 
negotiation at high level with a variety of governments and businessmen, 
on which Esher and Peel were engaged, and for more specific tasks. 
Often he appointed or promoted ex-public servants, such as Sir Henry 
Babington-Smith, previously an administrator first of the Ottoman 
Public Debt, then of the British Post Office, to head the National Bank of 
Turkey on its foundation in 1908; and Sir Vincent Caillard to a number 
of directorships in companies in which he had more or less influence 
(including Vickers and the National Bank of Egypt) from 1898." Caillard 
was one of many active and influential men with whom Cassel clearly had 
a close working relationship whose details remain to be explored. 

Yet most impressive, in the end, was the volume of work in which 
Cassel himself engaged: constantly in touch with his multitude of simul- 
taneous transactions, delegating effectively and never losing touch, 
always available for the key meeting or decision, yet rarely working from 
his office, constantly travelling among business locations or entertaining 
contacts at his house in Newmarket or his Swiss villa; and never neglect- 
ing to keep in touch with the world of influence over the card-table, the 
dinner table, at Cowes, or wherever else good business and social sense 
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demanded. For all the help of his friends and employees, he relied above 
all upon his own prodigious work and good judgment. 

Nevertheless, the absence of a substantial personal staff renders even 
more remarkable the international range of Cassel’s activities, at a time 
when most City houses specialised in some region or regions of the world, 
though it could also be said that this offered him a valuable flexibility in a 
world so ripe for the financial opportunist. His activities are difficult to 
trace in full, since he left no body of papers, and so many of them involved 
matters of such contemporary delicacy that they are abnormally hard to 
interpret even when papers are available. It is possible therefore, to offer 
little more than an outline of his complicated and fascinating career. 

From the 1870s (when he was still in his twenties) he was deeply 
engaged in, among other things, loan issues for US railroads, mainly in 
association with Jacob Schiff. Through the 1880s and 1890s he was closely 
involved in the finance of Mexican railroads and in the more delicate and 
often unrewarding task of raising loans for the Mexican government. A 
consistent theme of Cassel’s career was the recognition that performing 
such services for governments, often at a loss, sometimes at his own 
behest, sometimes at that of the Foreign Office, was a price that had to be 
paid for entry into and progress in more profitable commercial enter- 
prises in certain countries. The willingness to risk such diplomatic losses 
was one of the secrets of his success. 

From the mid-1880s Cassel had major interests — from the point of view 
of his own profits and of the advantage of the Swedish economy — in iron- 
ore mining, steel mills and railway companies in Sweden. By 1888 he was 
working with Rothschilds, notably in carrying through the amalgamation 
of the Maxim Gun Co. and the Nordenfelt Ammunition Co. Ltd. (a 
firm with close Swedish connections). In return Cassel and Rothschilds 
received shares in the new firm on advantageous terms.” Together they 
were majority shareholders and, as we shall see, they maintained a close 
interest in the firm. 

By the mid-1890s Cassel’s associates also regarded him as an expert on 
Argentina. His Latin American activities would certainly repay further 
research. In 1888-89 he arranged loans for the governments of Brazil, 
Argentina, Uruguay and also for Egypt. From around 1890 he was 
engaged with Schiff in raising loans for the various Guggenheim mining 
ventures; and from the late 1880s with Hirsch in the finance of railway 
building in Eastern Europe and Turkey. From 1895 he developed an 
interest in China, in which the Treasury came to regard him as an expert. 

The origins and progress of this Chinese interest remain obscure, but 
they appear to have stemmed from Cassel’s connection with Maxim- 
Nordenfelt. In April 1895 China’s war with Japan ended in humiliation 
and near-bankruptcy for China, which left her for the first time in need of 
substantial overseas loans. The major European powers competed to 
provide them, those of continental Europe aiming by this means to 
dislodge Britain’s predominant influence in Chinese politics and trade. 
The details of the immensely complex international manoeuvres which 
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followed remain to be fully explored.” They led to a Russo-French loan 
of £16 million at four per cent which was finally agreed at the end of June 
1895, a six per cent loan of £1 million raised by Cassel, confirmed on 28 
June 1895 and an Anglo-German £16 million loan in 1896 (handled on the 
British side by the Hongkong and Shanghai Bank). 

The Chinese had first turned for help to the Hongkong and Shanghai 
Bank, of which Carl Meyer was an active director, and which had pre- 
viously organised China’s war loans. The bank tried hard to raise the £40 
million initially requested by China, on this occasion with unprecedented 
Foreign Office encouragement. It soon became obvious that such a sum 
could not be raised without assistance from elsewhere in Europe. Such 
co-operation was favoured by the Foreign Office, which recognised 
that there was no alternative and that, to prevent further weakening of 
Britain’s position in China, co-operation with the other powers was 
preferable to exacerbated competition. But the Russian, French and 
German governments opposed such collaboration and without their 
support financiers would not openly take part.” 

The interesting feature of the Foreign Office’s role in these trans- 
actions is that in 1895 it had no tradition of association with the world of 
high finance. Use of the City’s unrivalled capacity to raise money as a 
means of enhancing or maintaining Britain’s influence in other countries 
had been considered, if at all, with suspicion if not contempt; such 
consideration had rarely, of course, been needed. What is striking, how- 
ever, is the speed with which the Foreign Office recognised the impor- 
tance of finance in their dealings with China in 1895 and, counter to 
historical stereotype, acted upon that recognition. But despite all effort 
neither the Foreign Office nor the Hongkong and Shanghai Bank could 
spirit up the sum required. Next the Foreign Office negotiated with 
Rothschilds, with equal lack of success; the European powers remained 
resistant.” 

The only minor triumph for British finance and for the Foreign Office 
in 1895 was the Cassel loan. This appears to have originated as an 
independent operation offered to the Chinese government by Cassel five 
days after the conclusion of the war with Japan and one day before the 
opening of European approaches.™ Cassel was apparently persuaded to 
make the approach by Sigismund Loewe, general manager of the Maxim 
Co. (to which he had been appointed by Cassel and Rothschilds), pre- 
sumably hopeful that in return for this service the Chinese would look 
favourably upon Maxim’s for the necessary re-equipment of their armed 
services.” Certainly Loewe was very active in arms negotiations with 
the Chinese embassy at this time.* Even this small loan required long 
and delicate negotiations, whose details are obscure, and its fate was 
uncertain until the last moment.” Almost certainly Cassel was involved in 
the Hongkong and Shanghai Bank’s larger scale effort but, once this fell 
through, the Foreign Office appears to have worked hard to press the 
Cassel loan through as being the best Britain could by then hope for. They 
did so in the face of the anger of the British Controller of the Chinese 
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Customs, since not only was the loan secured on the Customs revenue 
but, as additional collateral security, a set of Customs bonds, equal in 
value to the total amount of the loan and its interest, was deposited with 
the Chartered Bank in Shanghai on the understanding that should there 
be any default, these bonds could be used for the payment of Customs 
duties at any port in China.” These were felt to be exorbitant demands for 
security; taking no chances in unfamiliar territory was one of the secrets 
of Cassel’s success. 

This still obscure but important set of negotiations marked Cassel’s 
first close association with the Foreign Office. It was also important, as 
already suggested, for what it reveals of diplomatic readiness to deal with 
the world of high finance when diplomacy required it; and for the sugges- 
tion that some British firms at least (if, in this case one with a German 
manager in association with a German-born financier) actively promoted 
loans effectively tied to trading relations at an earlier date than is 
sometimes assumed.” Cassel continued to be associated with loan/trade 
negotiations of this kind. The Chinese episode, furthermore, gives us 
a glimpse of the manner in which international finance in this period 
was dependent in some of its more important, delicate and innovative 
operations as much upon the actions of and personal associations among 
individual businessmen as upon the operations of formal banking institu- 
tions. Indeed the two were interdependent. Individuals such as Cassel, 
Meyer or, in other situations, Caillard, formed a close-knit, mutually 
beneficial international network, bound together by the total mutual 
trust without which such operations would have been impossible, how- 
ever dubiously they were sometimes regarded by the rest of the world. 

Cassel retained an interest in China thereafter. However, in 1894 he 
had also decided upon the fairly unusual step for a City financier of 
becoming more closely involved in British business finance. This was a 
period of general uncertainty in overseas markets and Cassel had become 
especially disillusioned with American railroad ventures due to the diffi- 
culties of trying, with Schiff, to keep the Louisville and Nashville railroad 
solvent.” He took a leading part in financing the Electric Traction Co. 
Ltd. which in 1895 became the main contractor and underwrote the 
construction of the first section of the Central London underground line. 
This company was floated by the Exploration Co. which had itself been 
established in 1889, backed by Rothschilds, primarily in order to develop 
foreign mining interests, especially in southern Africa. Cassel was far 
more active than Rothschilds in the activities of Electric Traction notably 
in raising finance and appointing leading management for the under- 
ground project. Rothschilds doubted its viability and indeed it was never 
highly profitable.” 

In 1897 Cassel and and Rothschilds again worked together in a matter 
of domestic finance: negotiating and managing the sale of Maxim- 
Nordenfelt to Vickers. This was an important step in the formation of 
the Vickers combine, in which both became major shareholders and 
sources of financial advice. On the insistence of Maxim’s solicitor, 
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Cassel’s approval was required before the contract for purchase could 
finally be signed.” 

This appears to have been the full extent of Cassel’s commitment to 
domestic finance — other than through the employment created by caring 
for his racehorses, staffing his succession of houses and the immense cost 
of renovating his marble-lined Park Lane mansion. Whether he sought 
other domestic ventures is, currently, unknown. From 1897, however. he 
was distracted by the opening up of an immensely successful series of 
Egyptian investments.” The most important of these were the financing 
of the construction of the Assuan dam and the Assyut barrage, the 
establishment of the National Bank of Egypt and the purchase of the 
Daira Sanieh Sugar Co. Their origins in Foreign Office concerns and the 
wider implications will be referred to later.“ Here, it is worth pointing out 
that, once more, Cassel stepped in where Rothschilds thought it too risky 
to tread, in view of Egypt’s unstable past. They never quite forgave 
Cassel his subsequent success.” Their relationship was never again so 
close. Cassel remained, however, close to Meyer who severed his formal 
connection with Rothschilds in 1896 and worked thereafter from an office 
in the London headquarters of the National Bank of Egypt.* The precise 
circumstances in which Cassel took over the Assuan loan when Roths- 
childs, after long negotiation, withdrew, remain unclear. Cassel was 
always a shrewd taker of risks; if he suffered any significant catastrophe 
he concealed it well. It could be said that at this time Rothschilds could 
afford to avoid risks, but so, in strictly financial terms, could the by then 
immensely wealthy, 45-year-old Ernest Cassel. In Egypt, however, he 
not only became very much wealthier still (although it is unclear how 
much of this success he was able to predict), but it was also an impor- 
tant opportunity decisively to establish his reputation with the Foreign 
Office by successfully carrying through an operation of importance 
to them. Rothschilds were sufficiently established not to require such 
manoeuvres. 

And whilst promoting his own interests, Cassel also promoted those of 
British business. The Assuan dam was constructed by a British firm, Aird 
& Co., and was the biggest single work that had then been carried out by 
any British contractor. Airds also built the next great project, the Assyut 
barrage.” Following what became an outstanding success in Egypt Cassel 
became an accepted figure in the counsels of the Foreign Office and 
Treasury. He was a source of advice on loans taken out by the British 
government for its own needs, for example, during the Anglo-Boer war,™ 
and when for diplomatic reasons the British government was anxious for 
the City to assist friendly governments by organising loans,” or the 
Foreign Office to promote British commercial ventures overseas (as both 
increasingly were, as time went on). In Morocco, for example, Cassel 
established an only moderately successful state bank in 1904, on the 
Egyptian model, entirely because he and the Foreign Office wished, for 
independent reasons, to appease the French who controlled Morocco.” 
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As we shall see, his association with the Foreign Office was closer still 
over Turkish affairs. 

Turkey occupied a great deal of his time in the 1900s, although it forced 
him to give up few of his other ventures (except foxhunting in 1901)." 
Indeed he added to them an involvement in South African mining, which 
remains to be researched, and loans to Japan in 1904 and to Russia in 
1909. In 1910 he announced his retirement from full-time operations and 
gave up his City office. His much-loved only daughter had recently died, 
he felt depressed and also, it might be suggested, doubtful about the 
immediate future of much overseas financial activity. He was aware of the 
danger of war with Germany from as early as 1908 and until 1914 was 
using his German connections to try to mediate between the German and 
British governments.” Although he was still, in 1910, advising that it was 
safe to invest in Russia, he gradually withdrew from personal involve- 
ment in the more uncertain international trouble spots and concentrated 
upon the safer United States. Like many in the City he became more 
cautious in an uncertain world. He certainly did not become inactive. In 
1911 he became a partner in the small German-owned City firm of Japhet 
and Sons. During the war he was a member of the 1915 financial mission 
to the US, as befitted one with his American expertise. This did not 
prevent his suffering, due to wartime anti-German prejudice, an un- 
successful attempt to have him removed from the Privy Council as an 
enemy sympathiser. In 1921 he died, somewhat embittered. 

Although there were few parts of the world in which Cassel did not 
have some financial interest, he specialised in a clearly defined range 
of activities: government loans, railways, the mining of a variety of 
minerals, ports and other infrastructural developments, with some profit- 
able deviations, as into the Vickers connection. These were, of course, 
the forms of activity which most demanded large-scale loan capital at this 
time. Cassel’s interest in all of these activities was, however, more than 
simply ‘pecuniary’ if by this we mean that he supplied the capital and no 
more. In all of his interests that have so far been traced he was very much 
more than simply an intermediary between investor and borrower. In 
Sweden, on the Mexican and US railroads, in Egypt and Turkey and no 
doubt elsewhere, he took a close, influential and, at times, day-to-day 
interest in the selection of management, choice of contractors and other 
management decisions and in merger negotiations.” Very occasionally he 
was a board member of an enterprise. More often he preferred not to be, 
in view of the scale of his other activities, but had representatives on the 
board or was recognised by controlling interests as a trusted adviser. 

In 1893 Cassel and Rothschilds were responsible for manoeuvring 
Sigismund Loewe into the management of Maxim-Nordenfelt, follow- 
ing a movement for a vote of ‘want of confidence’ in the board at a 
shareholders meeting. Loewe was clearly intended to bring about the 
Vickers merger.“ Cassel worked hard to find a suitable managing 
director for Electric Traction,” was active in recommending appoint- 
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ments and securing the removal, where appropriate, of management in a 
number of American railroad companies whose financial affairs he over- 
saw.“ A man whose advice was so crucial could wield considerable 
influence without being a board member. He was called, however, into 
board meetings both of Maxim-Nordenfelt” and Electric Traction when 
matters deemed especially crucial were to be discussed; in the latter case 
when fares were to be raised from 2d. to 3d. for longer rides.” 

All of this suggests questions about the conventional view of the 
‘pecuniary capitalism’ of the City of London. Perhaps such active inter- 
vention by City financiers was uncommon or more frequent in overseas, 
or overseas-financed, firms. Once more it suggests that studies of finan- 
cial operations and the role of financiers which focus exclusively or 
mainly upon the activities of formal institutions and upon such institu- 
tional links as membership of boards of directors may be missing an 
important part of the story. At the very least it suggests that some 
City financiers at least were not hostile to such direct involvement in 
industry. It does not answer the question as to whether their failure 
to become more active in British industry was due to the unreceptive- 
ness of industrialists or to the preference of the City for safer pickings 
overseas (although Cassel as we have seen was far from conservative in 
his choice of activities). Certainly British industry had employed and was 
accustomed to employing, alternative sources of finance to the City of 
London, whereas overseas undertakings often had not. 

Cassel deviated from academic stereotypes of the City in other respects 
also. He was probably a protectionist and an early though anonymous 
contributor to the Tariff Reform League,” in a City conventionally, 
though perhaps erroneously, assumed to be unanimous for free trade. 
Cassel was criticial, with good reason,” of the costs of ‘free’ trade: 
indeed, the conventional assumption that it was obviously beneficial to 
the City is surely in need of revision. Also in the 1900s he opposed the 
City’s Jewish-led boycott of Russian finance in response to the persecu- 
tion of Russian Jews. He argued that alliance and negotiation with Russia 
was more likely to mute their anti-Semitism than was the boycott.” 
Although a Roman Catholic convert (his wife’s deathbed wish) he still 
regarded himself as Jewish and he devoted a considerable amount of 
effort to the international attempts of wealthy Jews to acquire a national 
territory for their co-religionists fleeing from Russian persecution. His 
attitude to Russia was another reason for his estrangement from the 
Rothschilds. This was not total; they worked together when business 
demanded it, but without cordiality. From 1908 willingness to deal with 
Russia was also a way of finding favour with the Foreign Office who were 
anxious to terminate the boycott in the interests of forging an alliance 
with Russia against Germany. Cassel, with Barings, arranged the 1909 
Russian loan, to the great relief of the Foreign Office. At this time Cassel 
was anxious for Foreign Office support in Turkey. 

Cassel did not sign the City petition against the Budget of 1909. He 
probably rather approved of Lloyd George finance,” and generally 


Downloaded by [University of Strathclyde] at 05:59 12 October 2014 


THE CASE OF SIR ERNEST CASSEL 89 


believed that more was to be gained from loyalty to the government of the 
day then from opposition and resulting loss of trust.” None of this 
prevented his cautiously arranging in December 1909 to shift funds to 
America to avoid Lloyd George taxes.” More deviant still, in the 1890s he 
was prepared to countenance the bi-metallist heresy, perhaps not sur- 
prisingly in view of his interests in silver-producing countries.* 

Cassel was a man of exceptional independence of mind. However, 
some of his apparent deviations may rather be symptomatic of deeper 
fissures within the City. One weakness of studies of the City is a tendency 
to treat as static its structures and relationships and the political and other 
attitudes of its members. Arguably the City was internally divided over 
more issues in the 1900s than previously, as indeed was the remainder of 
British society. It would be surprising if the City, of all places, had not 
been sensitive to growing national and international tensions and un- 
certainties. Asquith commented, very shortly after becoming Chancellor 
of the Exchequer in 1906, that ‘all these people, and not least the Bank 
Directors, are as jealous of one another as a set of old maids ina cathedral 
town’.* In wooing them to co-operate in arranging diplomatically 
desirable loans, as to China in 1906, Chancellor and Foreign Secretary 
had to tread sensitively amid the ‘jealousies that exist among our haute 
finance’ ,” taking care that they should not by consulting Cassel alienate 
Rothschilds. 


As the foregoing sketch of his career has suggested, the range of Cassel’s 
activities was exceptional, as was his energy. Much of his career remains 
obscure, but what can be established contains a mass of implications for 
our wider understanding of the role of financiers in relation to industrial 
and other business undertakings and to national and international politics 
including the expansion of formal and informal imperialism. The impli- 
cations for the latter set of contentious issues are worth exploring further. 

Until the mid-1890s, although he effectively promoted British interests 
throughout the world, Cassel’s chief motivation was clearly personal 
profit and there is no sign that he sought government support or that the 
British government looked to him for help. It is his activities first in 
Egypt, then in Turkey, from the mid-1890s which can tell us most about 
City/State relationships, since in both regions he worked closely with the 
British government. A study of his activities in China should be equally 
valuable when it can be undertaken. 

It has been argued that the major reason for the British takeover 
of Egypt in the 1880s was the need and demand to protect British com- 
mercial interests. If this was so the condition of Egypt in the 1890s makes 
it appear hardly worth the trouble. The Foreign Office was anxious to 
promote the construction of the Assuan dam because officials believed 
that this would promote the development of the Egyptian economy, 
enabling the country to achieve economic viability and, hence, to acquire 
a sound fiscal base for a stable political system. If British businessmen 
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could bring this about, all the better for British influence and business. 
But the Foreign Office found that it had itself to initiate such activities 
because British businessmen had conspicuously failed to do so. In 1895 
Lord Cromer, Consul-General for Egypt, was trying to encourage the 
establishment of a Chamber of Commerce in Alexandria in the (vain as it 
turned out) hope that it would operate to attract English businessmen to 
Egypt. He grumbled: ‘European capital is certainly coming into the 
country, but I am sorry to say that it rarely comes from England’.* 
English commercial interests were not flourishing in Egypt as well as he 
would like. This he later reflected had been so since the beginning of the 
occupation. In the early days he had often pointed out the openings to 
British capitalists, especially in land development. They has asked for 
guaranteed political stability as a precondition for investment and they 
had received it, but still they had shown little interest. Foreigners had 
been less timid. This complaint developed into a tirade against the incom- 
petence and uncompetitiveness of British manufacturers who were, he 
had concluded, ‘careless, unenterprising and sometimes ignorant and 
their methods are ultra-conservative and frequently arrogant, ill- 
mannered and neglectful of the wishes of their customers’. Egyptians 
were willing to do business with the British but too often found conti- 
nental manufacturers easier to deal with.” 

The reluctance of the Rothschilds to finance the Assuan venture 
suggests that this wariness of Egypt extended to the City, just as Cassel’s 
successes demonstrate the opportunities others were missing. Apart from 
the dam and barrage construction his main activities were in banking, 
irrigation and sugar production. Once active in Egypt he took a series of 
business initiatives, in association with Caillard and Meyer. 

Cromer clearly believed that a strong British economic presence was 
essential if Britain was to retain control in Egypt since the French were 
continuing competitors for influence and German intervention was grow- 
ing; whilst the Egyptians were understandably always ready to play off 
one against the other. But however important British investors might 
have been in influencing the initial decision to occupy, in the 1890s the 
initiative for British economic activity was coming from the officials 
rather than from businessmen. But it cannot be said that Britain’s 
economic advance in itself was the primary motivation at least of Cromer, 
the leading official in Egypt; rather, political, strategic and economic 
considerations were inseparable. Cromer commented in 1903 concerning 
negotiations with the French over Morocco: ‘in such negotiations soldiers 
and sailors want too much. The strategical arguments are of course of 
great importance but there is often a tendency to push them too far’. It 
was important, he insisted, that at least one Moroccan port remained 
purely commercial rather than military.” In 1906 he was writing of his 
belief that only ‘western civilization’ could civilise the Middle East. His 
aim in Egypt, he said, had been to fuse its many nations into one and to 
introduce orderly government and finance as a first step." 

When Cromer made such statements we should assume that he meant 
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them. The importance and the reality of such notions as a ‘civilising 
mission’ and ‘the spirit of England’ to nineteenth-century imperialists has 
to be acknowledged. But it should not be assumed that their meaning is 
self-evident. They were not simply acceptable public rationalisations of 
economic self-interest nor are they exclusive alternatives to economic 
motives for empire. The concept of ‘western civilisation’ was assumed to 
incorporate the blessings of economic development under free enterprise 
though, of course, many officials regarded their own open involvement in 
commercial matters as somewhat improper, which they should not 
openly condone.” But the concept incorporated much else too. The 
contents of ‘official minds’ are not yet fully understood and a consider- 
able task of linguistic analysis lies ahead before their complexity is more 
fully comprehended. It will need to take account, for example, of the 
obsession of the period with the importance of the crude numbers and 
also the physical fitness of national and imperial populations as indicators 
of greatness, a concern which continued long into the twentieth century 
and went deeper than is often realised.® 

Cromer touched on these questions in a letter in 1906 to his nephew, 
Lord Revelstoke: 


In past days when Lord Palmerston ruled supreme in foreign affairs 
and subsequent years, the policy of the British government was not 
merely to abstain from direct encouragement to those who wished 
to invest their money in foreign states, but also to give them clearly 
to understand that, if they did so, they must take all the risks and 
that they could not expect any very effective support in the event of 
their foreign debtors failing to abide by any pledges they might have 
taken. It was held that this was the only course a nation which was 
the chief reservoir of capital for all the world could safely adopt and 
that the adoption of a policy of more active interference on behalf of 
British pecuniary interests abroad might and very probably would 
result in frequent and possibly serious political complications. It is 
true that this aspect of the case had of late years been less promi- 
nently brought before the public than heretofore; that under the 
example of foreign governments, the weight which used to be 
attached to arguments of this nature has somewhat diminished in 
public estimation; and cases may be cited such as Egypt, Venezuela 
and even the Transvaal — in response to which it may be said that the 
desire of supporting the pecuniary claims of British subjects abroad 
has been one, though not the sole, cause which has stirred the 
British government into action. 

Nevertheless operations based on the considerations stated 
above are far from being defunct. I am old-fashioned enough rather 
to agree with them. If I were an outsider and wished to attack the 
government I should in ordinary circumstances conduct the attack 
on these general lines. 


The government’s defence against such attack should, he thought, be that 
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‘the circumstances are not ordinary’; economic transactions currently 
played a part in any diplomatic negotiations with other nations.” 

Motives of different kinds were intertwined and differed from place to 
place and at different stages of imperialism. Motives for moving into a 
country might differ from those for holding on; not least imperial power 
became its own motivation. Sometimes officials took the lead, sometimes 
the businessmen. It was often far from clear who was seeking to manipu- 
late whom; frequently it seems that both parties thought they were 
pulling the strings. Once established in Egypt and having carried out the 
Foreign Office’s desire of promoting British business, increasing the 
Egyptian tax yield and providing a National Bank through which invest- 
ment and loan funds could be channelled, Cassel in 1904 made a loan of 
£500,000 to the Khedive at the low rate of 2% per cent, in return for which 
he received certain concessions. This infuriated Cromer one of whose 
tasks was to prevent the Khedive getting his hands upon large sums of 
money which it was assumed that he would squander. The Khedive’s 
financial advisor Eldon Gorst was dismissed on Cromer’s insistence for 
his part in facilitating the arrangement. Cassel carried on unscathed.“ By 
this time he was strong enough vis-à-vis the Foreign Office to be able to 
risk such offences; it was more important to him at this stage of the 
operations to find favour with the national elite in the country of the 
operations, to mollify the local opposition to his ever-growing activities. 

In Turkey in the 1900s Cassel’s relationship with the Foreign Office was 
more complicated still, as might be expected in one of the most active 
hotspots of ever more labyrinthine great-power diplomacy in the decade 
before 1914. Turkey, like China, was a region where great power rivalry 
was so finely balanced, the strategic position so crucial, for simple 
partition into spheres of influence to be impossible. So Britain, France, 
Germany and Russia battled it out by all means to hand. ‘Any financial 
enterprise in areas where strategic factors were present was bound to 
acquire political importance’,” the more so because Turkey like the 
government of China was heavily reliant upon foreign borrowing. The 
best means for any government acquiring influence in such a country was 
by ensuring that its nationals provided the loans; they could more easily 
raise them if home businessmen traded successfully there, indicating that 
the investment was safe. Governments put pressure on their financiers to 
provide loans; they did not always respond and sometimes they could not 
if the country in question had an uneasy reputation at home. This was 
certainly the case with Turkey, for whom Cassel was unable on occasion 
to raise a loan in London. The French had the advantage of greater 
confidence in Turkey among French investors. It was precisely in such 
delicate situations that Cassel’s informal methods and contacts could be 
more successful than more formal operations; although they were not in 
fact successful in Turkey. 

Cassel had been interested in Turkey (mainly in railway development) 
since the 1880s. In particular he had been anxious for involvement in a 
proposed extension of the Orient Express line from Constantinople to 


Downloaded by [University of Strathclyde] at 05:59 12 October 2014 


THE CASE OF SIR ERNEST CASSEL 93 


Baghdad, which had been proposed at intervals since the late 1880s. He 
had been associated with Hirsh in financing the existing stretch of the 
romantic line to the orient. The proposed line was the focus of constant 
great-power manipulation in view of its potential strategic significance 
and of the riches to be gained from the oil and mineral resources it was 
expected to open up in Mesopotamia. In 1903 the plan was revived, on 
German initiative. Cassel together with Clinton Dawkins of J.S. Grenfell 
was apparently encouraged by the Foreign Secretary, Lord Lansdowne, 
to seek a large British participation and to make known that they had 
official backing. But no sooner had Cassel and Dawkins reached a satis- 
factory arrangement with the Deutsche Bank, granting Britain and 
Germany more or less equal shares in the transaction, than Lansdowne 
withdrew his support, thus destroying any likelihood that sufficient 
British capital could be raised for the notoriously unstable investment 
region of the Ottoman Empire. The reason for Lansdowne’s withdrawal 
was the strong anti-German sentiment whipped up by influential journals 
when the negotiations became public and which Joseph Chamberlain 
further promoted in the Commons and the Cabinet. Lansdowne, with 
Balfour’s backing, withdrew, leaving Dawkins and Cassel furious and 
adding insult to injury by blaming the City for unwillingness to raise 
capital in such circumstances, criticising their inclination to place short- 
term pressures before long-term national interests. Cassel and Dawkins, 
who claimed that they had entered the negotiations only because they felt 
assured of Foreign Office support, had reason to feel aggrieved.” 

More generally the Foreign Office had more than usual difficulty in 
interesting British businessmen in such a volatile state as Turkey and 
came to hope that Cassel could there, as in Egypt, build confidence and 
create channels for further financial involvement. With Revelstoke, 
Cassel established the National Bank of Turkey in 1908 to please the 
Foreign Office and the new Young Turk government, although Cassel 
had grave doubts about its likely success. It was hoped that the National 
Bank would initiate enterprise and raise finance for the development of 
public works, railways, industry and communications in the Ottoman 
Empire. Sir Edward Grey wrote: ‘We shall make no progress till British 
capital of a high class takes an energetic interest in Turkey’.* A Foreign 
Office official added, some time later: ‘Without a British bank we cannot 
help Turkey financially and those powers who do help her will have 
greater influence’. 

However, diplomatic support for the bank was so discreet that it was 
widely believed in international financial circles that Cassel was acting 
quite independently of the British government and at the behest of the 
Young Turks.” Despite Cassel’s very close attention to its everyday 
affairs the Bank was not a success, nor did he reap the benefit he had 
hoped to make from the arrangement: the successful revival of the 
Baghdad railway project. British businessmen were not persuaded to 
become more active in the Ottoman Empire and his activities were 
undermined by determined French opposition — official and commercial 
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— which the Foreign Office found it undiplomatic to resist. Having 
encouraged the establishment of the Bank, the Foreign Office failed 
entirely to give it consistent support and indeed discouraged certain of its 
activities if they threatened good relationships with the French.” As in 
the immediately comparable region of diplomatic sensitivity, China, 
much Foreign Office behaviour in this period can only be explained in 
terms of the struggle for Britain’s diplomatic rather than economic 
advantage: the maintenance of peace was more important than economic 
gain.” Although constantly angry and frustrated by the attitude of the 
Foreign Office (they constantly assured him of official support but in 
practice withheld it) Cassel could do nothing about it. He felt that the 
French government backed its businessmen more consistently than did 
the British. 

International power politics had a dynamic of their own. Political 
manoeuvring occurred often through economic channels; when economic 
and political objectives conflicted as in the case of the National Bank of 
Turkey primacy was not necessarily given to economic interests nor did 
the Foreign Office respect an obligation to support existing British 
economic interests however influential their backers. The relationship 
between politics and economics, it should not be too surprising to 
observe, was highly contingent upon context. 

This necessarily leads on to some brief consideration of the relationship 
between the City and state in Britain, a topic about which myth flourishes 
more luxuriantly than scholarship. Difficulties arise partly because the 
very concept of the state is one with which the British seem rarely to 
feel at home, in contrast with most continental Europeans who have 
for much longer been accustomed to a strong and clearly defined central 
state apparatus, unlike the flexible and decentralised institutions which 
characterised nineteenth-century Britain. 

It is easy enough to drill holes in the contention that the British 
state was, in any simple sense, manipulated by some or other cohesive 
capitalist group. The divisions of opinion and interest among and within 
the major economic groupings of finance, trade, land and industry, 
compounded by divisions of locality are clear enough. An unresolved 
question concerns the degree to which, and in which circumstances, these 
differences did or did not matter. Members of leading economic interest 
groups might differ about tariffs or Lloyd George finance, but they could 
certainly be unified around certain very broad themes; for example, 
against ‘socialism’ or for Britain’s economic and political supremacy. But 
within these broad themes there was room for significant differences of 
opinion concerning how labour should be treated or national greatness 
preserved or extended. 

These are very obvious generalisations and could apply to any country 
at almost any time. What was surely different about Britain in the 
generation before 1914 compared with other societies of the period was 
the strength of all of the competing economic interests of land, industry, 
finance and labour; all of them too strong for the state not to take serious 
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account of their interests. Labour was becoming a significant political 
force in the 1900s. The great landowners despite some decline in landed 
incomes could still bring about a major constitutional crisis and, in stir- 
ring up Ulster, something worse.” Industry was less organised as an 
interest before the First World War” at the level of national as distinct 
from local politics, but was increasingly becoming so as the actions of 
the central state came to bear more directly upon their activities, for 
example, in the regulation of industrial relations. State policy had to 
represent a balancing act among these competing and sometimes conflict- 
ing interests, as in industrial relations where official policy was supportive 
of temperate trade unionism and hostile to aggressive militancy from 
unions or employers.” All interest groups were by no means equally 
influential and their relative importance changed over time: thus war 
conditions increased the influence of labour in the state, but diminished 
that of employers.” Even the assumption that there emerged in the 
nineteenth century a natural harmony of interests between Whitehall and 
the City due to the convergence of their international interests seems 
doubtful. 

In these circumstances policy-makers kept a certain critical distance 
from the interest groups. For example, Asquith as Chancellor of the 
Exchequer for all his personal closeness to financiers such as Cassel,was, 
with his officials, under no illusions about the disinterestedness or even 
the accuracy of City judgement and certainly unprepared to accept it 
uncritically.” The state need not be led by a homogeneous social group. It 
can be led by and responsive to a heterogeneous group of individuals 
representing a wide range of socio-economic interests.” We need more 
subtle analyses of the relationship between political and economic 
interests than we have.” 

The outcome for the British state before 1914 was a relatively high 
degree of institutional and ideological flexibility. This proved exception- 
ally valuable when war came. The capacity of a state with a tradition of 
minimal centralised direction effectively to mobilise fighting and labour 
power and to adapt with speed to unforeseen contingencies of war was 
impressive and almost certainly superior to her rivals with stronger 
bureaucratic traditions. In the longer run it could be argued that this 
flexible capacity to respond to competing interests helps to explain the 
extraordinary stability of the British state and society in the twentieth 
century. Another outcome, however, was that none of the range of 
competing interests was dominant and that governments did not and 
could not consistently promote any set of economic interests, industrial, 
financial or any other; this may have been to the greater long-run dis- 
advantage of the economy than the assumed hegemony of landed or any 
other values.” 


Goldsmiths College 
University of London 
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NOTES 


For comments on an earlier draft of this article I am grateful to the City and Empire seminar 
of the Institute of Commonwealth Studies, University of London. I am especially grateful to 
Jean-Jacques Van Helten for persuading me to work on Cassel again and to Richard 
Davenport-Hines for the combination of enthusiasm and helpful advice which has coaxed 
this contribution into existence. I am also grateful to the Twenty-Seven Foundation for 
funding part of the research on which this article is based. 
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responsibility has a most sobering effect upon radical sentiments and it is generally 
recognized that in his interference between capital and labour Lloyd George held the 
balance fairly for both sides. To follow him at the Board of Trade will be no easy 
matter but I am confident that Winston Churchill will do well ~ all the more so as the 
post he holds removes him ... from any violent political controversy. The Prime 
Minister appeared to be quite alive to the fact that the economies carried out in the 
spending departments during the last two years cannot be contained in the future and 
that, on the contrary larger expenditure will have to be faced. (Broadlands Archive, 
Cassel Ms., Folder X1). 

Broadlands Archive, Cassel Ms., Folder X6, Cassel to Wilfrid Ashley, MP (his son-in- 
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